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In early October, seven organizations of small-scale coffee producers from eight states announced
the formation of a National Coffee Producers Federation (Confederacion Nacional de Productores
de Cafe, FNPC). According to FNPC organizers, the new organization was created to assist 35,000
small-scale producers to process and market their coffee beans without having to use commercial
intermediaries, who generally offer less-than-fair value to farmers for their beans.
According to Ignacio Irys Salomon, director of one of the seven organizations sponsoring the FNPC,
the alliance of the seven groups will allow coffee producers to process about 400,000 100-pound
bags of coffee per year and market the processed coffee themselves through six domestic brands.
In addition, the FNPC has provided small-scale coffee producers with the clout to request input
into the Mexican government's policies regarding the coffee sector. FNPC officials have asked
Agriculture Secretary Carlos Hank Gonzalez to ensure that the FNPC is represented in the Mexico
Coffee Council (Consejo Mexicano del Cafe, CMC) and in the National Coffee Trust (Fideicomiso
del Cafe). The creation of the FNPC is the latest effort to assist small-scale coffee producers. Earlier
this year, the government allocated US$350 million in direct supports and loans to help 259,000
small-scale coffee growers in Chiapas, Veracruz, and Puebla states to boost production, repay or
restructure overdue loans, and market their crops.
At that time, the government had announced the assistance program to compensate for low
international coffee prices, which were too low for producers to even recoup production costs.
Nevertheless, prices rebounded sharply in July of this year, following severe frost damage to coffee
trees in Brazil (see Chronicle of Latin American Economic Affairs, 07/28/94 and 08/04/94). The
price recovery should lead to a substantial increase in income from coffee exports this year. In
an interview with the daily newspaper Uno Mas Uno, CMC director Guillermo Funes projected
Mexican coffee export revenues will reach US$1.1 billion from the current 1994-1995 crop. He said
the drastic decline in Brazil's expected coffee crop for 1995-1996 has raised world prices by about US
$3.00 per pound.
According to Funes, Mexico's coffee production this year is expected to reach 4.2 million 100-pound
bags, of which 3.9 million bags have been earmarked for export. The production levels forecast
by Funes are only slightly higher than during the 1993-1994 season, when output was less than 4
million bags. Before prices collapsed in 1989, coffee was Mexico's largest source of export revenue,
resulting in annual earnings of between US$300 million and US$500 million. In fact, according to
Banco Nacional de Mexico's monthly Review of the Economic Situation in Mexico, low prices drove
so many producers out of business that coffee export revenues fell behind other products for the
first time in 1993.
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